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OATH OR AFFIRMATION

1, LEIGH GARBER 3 , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
CLAYTON, LOWELL & CONGER, INC. , as
of DECEMBER 31 . 20 05 , are true and correct. I further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account
classified solely as that of a customer, except as follows: 1

/)

%j ignature
E

PRE NT

Title
4 /éé . MARK H. PETITTE
Notary Public, State of New York

Notary Public: No. 46886438
Qualified in Onondaga County
This report ** contains (check all applicable boxes)commlssmn Expires January 31, 20@7

- (a) Facing Page.

Y] (b) Statement of Financial Condition.

(c) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition.

(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital. ‘

(h) Computation for Determination of Reserve Requlremems Pursuant to Rule 15¢3-3.

(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

(i) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-3 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

(1) An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

(n) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

EEONONNERE

a

0o

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
|
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Brace & Sussman, PLLC
Certified Public Accountants
12 Parmenter Road
: Londonderry, NH 03053
(603) 437 1910

Independent Auditor’s Report

To the Board of Directors of
Clayton, Lowell & Conger, Inc.
New WoodstOck, NY

We have audlted the accompanymg statement of ﬁnanc1a1 condltlon of Clayton Lowell & Conger
Inc. (the Company) as of December 31, 2005 and the related statements of income, changes in
stockholders’ equity, and cash flows for the year then ended that you are filing pursuant to rule 17a-
5 under the Securities Exchange Act of 1934. These financial statements are the responsibility of
the Companys management. Our respon51b111ty is to express an oplmon on these ﬁnanc1a1
statements based on our audit. - ‘ :

We conducted our audit in accordance w1th audrtmg standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements. = An audit' also includes assessing the accounting principles used -and .

significant estimates made by management, as well as evaluating the overall financial statement o

presentatlon We believe that our aud1t prov1des a reasonable ba51s for our opnnon S

In our oplmon the ﬁnanc1a1 statements referred to above present fairly, in. all materlal respects the
- financial position of Clayton, Lowell & Conger, Inc. as of December 31, 2005, and the results of

their operations .and their cash flows for the year then ended in conforrmty w1th accountmg
pnnelples generally accepted in the Umted States of Amenca ‘ S

Our aud1t was conducted for the purpose of formmg an opinion on the basrc ﬁnancral statements “
taken as a whole.” The information contained in Schedules I, II, III, and IV, is presented for
_purposes of additional analysis and is not a required part of the basic financial statements,. but is

‘supplementary information required by rule 17a-5 under the Securities Exchange Act of 1934. -

Such information has been subJected to the auditing procedures applied in the audit of the basic
- financial statements and, in our opinion, is fairly. stated in all materlal respects in relatlon to the
basic ﬁnanmal statements taken asa whole n , _

3;(_/4,(/2 AM/:L:{/VV\/G’UVt p["&’

Brace & Sussman PLLC
Certified Public Accountant
Londonderry, New Hampshire .
February 23, 2006 . ,



CLAYTON, LOWELL CONGER, INC.
STATEMENT OF FINAN CIAL CONDITION

_ DECEMBER 31,2005

" ASSETS

- Cash and cash equivalents o
Deposits with clearing organizations
Receivable from clearing orgamzatlon o
Receivable from noncustomers - ‘ ‘
Furniture and equipment, at cost less,

. accumulated depreciation of $8, 500

~ Non-marketable securities

Deferred tax asset -

Investment in affiliate - o
- Prepaid expenses and other assets

- Total Assets o

'LIABILITIES AND STOCKHOLDERS' EQUITY

- Accounts payable, accrued expenses and other liabilities
- Payable to broker dealer

Payable to bank °

Deferred state tax liability
“Income taxes payable .

Total Liabilities“ |

» »Stockholders Equlty

Common stock, no par value, shares authorlzed

- 200; 181 issued

and outstandlng shares

Addltlonal paid-in- capltal

Retalned earnmgs

Total Stockholders Equlty

*Total Stockholders' Equity and,Liabilities |

The accompanying notes are an integral part of these financial statements.

$ 27,634
© 25,000
114,228
£26,781

50,040
2,820
9,658

172,000
4,139

$ 432,300

$ 21491

15,325
17,494
o213

712

55235

107,887

100,000
169,178

377,065



CLAYTON, LOWELL CONGER, INC.
' STATEMENT OF INCOME

FOR THE YEAR ENDED DECEMBER 31,2005

Revénues;
 ; Tradingproﬁts e _ ‘ ‘ o DRI 3 $ 1,081,653
Interest and d1v1dends L S L A R 5,012
© " Otherincome - . L - " R 47,739
- xNet investment proﬁt (loss) [T § (28200
" | 1,131,584

" Expenses:
) C‘Er‘nployee compensatlon’and benefits . - - S IS | 642,836
’.Commumcatlons and cleanng costs ' - 158,507
- Occupancy S o o 131,394
" Taxes, other than income taxes | : ’ - " 46,650

| _,Other expenses o . o - 145,240

1,124,627

1"..'Ir.1co_me‘_Before Income Taxés - R ; o , o ‘ 3 . 6,957
.li?'rovisionforlnc'oméTaxes‘ o o ) RS (16,885)

- The accompanying notes are an integral part of these financial statements.

1



- CLAYTON, LOWELL CONGER, INC.
' STATEMENT OF CHANGES IN STOCKHOLDERS' EQUITY

' FOR THE YEAR ENDED DECEMBER 31, 2005

‘ Addiﬁonal B
Common  Paid-In = Retained :
Stock - Capital Earnings - Total

Balance at Jauary 1,205 $107.887 $ 100000 $145336  § 353223

Netcome e 23842

Balance at December 31, 2005 '$107,887  $_ 100,000  $169178  $ 377.065

- The accompanying notes are an imégral part of these financial statements.



CLAYTON, LOWELL CONGER, INC.
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2005

Cash flows from operating activities:
Net income
Adjustments to reconcile net income
to net cash provided by operating actxvmes ‘ Co
Depreciation C ‘ © '8 12,410,

Deferred taxes T C . (17,845)
~ (Increase) decrease in operating assets: ' S P
E “Increase in receivable from clearing orgamzatwn PR (72,831)
- Decrease in deposit with clearing organization BTN e 25,-0()0
' Decrease in marketab]e securities . ‘ o ‘ ( ;2,82'0_ B
Increase in prepaid expenses and other assets B (4,114)
Increase (decrease) in operating liabilites: ‘ ‘ L B >
. Decrease in accounts payable, accrued expenses . o - (15,006)
. Decrease in payable to broker-dealer - - o (1,978)
Increase in mcome taxes payab]e L , oo 12

. Total adJusiments
Net eash used by operating activiﬁes

‘Cash flows from investing activities ,
Purchase of furniture and equ1pment
Capltal contributions to affiliated company

Net cash used by investing activities

- Cash flows from financing activities
B Deposits from bank loans
Net decrease in cash

Cash at begmmng of the year
Cash at end of the year

) SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION

} ' Cash pald durmg the year for:
Interest payments

Income tax- payments

The accompanying notes are an integral part of these financial statements.

$

23,842

L (71,532)

(53,690)

(5,517)

___(16,000)

(21,517)

17,494

(57,713)

85,347

‘. ‘.$ ,

27,634

342
653



v CLAYTON, LOVlIELL & CONGER, INC.
NOTES TO FINANCIAL STATEMENTS
| DECEMBER 31, 2005
NOTE1- SIGNIFICANT ACCOUNTING POLICIES
: _(lt_‘ggmzatlon and Nature of Business | ‘
- The Company was incorporated in New York on September 22, 1997 It servesas a broker/dealer

. in securities registered with the Securities and Exchange Commission (SEC) and isa member of
N the Natlonal Assoc1at1on of Securttles Dealers (NASD)

‘leed Assets ~ :
Furniture and equtpment are recorded at cost Repans and matntenance charges are expensed as
“incurred. Depreclanon is computed using accelerated methods for financial reporting and income
tax purposes over their estimated useful lives ranging from 5to 7 years. For the penod ended
'December 31, 2005 depreCIatlon expense was $l2 410. -

| Use of Estlmates ,

"~ The preparation of ﬁnanmal statements in conformtty w1th generally accepted accounting
" principles requires management to make estimates and assumptions that affect the reported
-amount of assets and liabilities as of the date of the financial statements, and the reported amounts

- of revenues and expenses dunng the reporting penod Actual results could differ ﬁom those
. estnnates ' -

a Secuntles Transactlons

Marketable securities are valued at market Value and secuntIes not readily marketable are valued

‘at fair value as determined by management. These securItIes include investment securities (a) for
" “which there i isnot a market on a securities exchange or no independent publicly quoted market,
(b) that cannot be publicly offered or sold unless registration has been effected under the
Securities Act of 1933, or (c) that cannot be offered or sold because of .other arrangements
_resmctlons or condltlons apphcable to the secuntles or to the Company

Allowance for Bad Debts ‘ : : S
. The Company considers accounts recelvable to be fully collecthle accordlngly, no allowance for
' doubtful accounts is required. : : : L

Compensated Absences L - : :

- Employees of the Company are entitled to paId vacatlon srck and personal days dependmg on ]Ob
- classification, length of service, and other factors. Future compensation is prorated based upon
employment for the upcoming year. It is Impractlcal to estimate the amount of compensatlon for
future absences, and accordingly, no-liability has been recorded in the accompanying financial
statements. The Company’s pohcy is to recogmze the costs of ‘compensated absences when
actually pald to employees »




CLAYTON, LOWELL & CONGER, INC.
NOTES TO FINANCIAL STATEMENTS (Contmued)
DECEMBER 31,2005

Clearin l_égreements '
All company customer transactions are cleared on a fully disclosed ba515 through independent.

- broker/dealers. The clients pay these broker/dealers various charges and fees for the clearing -

services provided. All customer related balances are carried on the books of the clearing agents.

" Cash and Cash Equlvalents B o
For purposes of the statement of cash ﬂows the Company consrders all money markets and hrghly o
' llquld debt 1nstruments w1th a maturlty of three months or less to be cash equlvalents ' '

_ NOTE 2- NET CAPITAL

- ,As a broker. dealer the Company is subject to the Securltles and Exchange Commission’s
‘regulatlons and operating guidelines, which requlre the Company to maintain a specified amount -
- of net capital as defined, and a ratio of aggregate indebtedness to net capital as derived, not
' ‘exceeding 15 to 1. The Company s net capital as- computed under 15¢3-1, was $107,148 at_
December 31, 2005, wh1ch exceeded requlred net capital of $5,000 by $102,148. The ratio of
' ‘aggregate 1ndebtedness to net capxtal at December 31, 2005 was 51 6%

NOTE 3- TAXES ON.lNCOME

‘Taxes on income consrst of the followmg

Federal , "State E Total R
Curent 7$ 57 s om $ 1060
Deferred (18.058) . _213  _(17.845)

v ggls,ogll . $ 116 $(16885)

Deferred income taxes arise from temporary differences resulting from income and expense items
reported for financial accounting and tax purposes in different penods Deferred tax assets are -
“recorded to reflect deductible temporary differences and operating loss carryforwards wh11e )

deferred tax liabilities are- recorded to reﬂect taxable temporary d1fferences ‘ : : *'

.NOTE 4- CONCENTRATION OF CREDIT RISK

: 'Ihe Company 1s engaged in various tradmg and brokerage activities w1th counterparties. In the
event counterparties do not fulfill their obligations, the Company ‘may be exposed to risk. The
risk of default depends on the credit worthiness of the counterparty or issuer of the instrument. It
. 1s the Company’s policy to rev1ew as necessary, the credit standmg of each counterparty w1th
: Wthh it conducts business. :



CLAYTON, LOWELL & CONGER, INC.
NOTES TO FINANCIAL STATEMENTS (Continued)
DECEMBER 31,2005

N

The Company s customer securities act1v1t1es are transacted on either a cash or margm basis. In
margin transactions, Legent Clearing, the clearing broker/dealer, extends credit to the customer
subject to. various regulatory ‘and internal: margin requirements, collaterahzed by ~cash and

securities inthe customer’s account. The: Company is responsible for the failure of a customer to

comply with the terms of its margin agreement with Legent The Company is also respons1ble for
-monitoring required margin levels and collecting additional margin deposrts when necessary to
' comply wuh regulatory and Legent S mternal margm requ1rements

NOTE '5- RELATED PARTY TRANSACTIONS

The Company leases ofﬁce facrlmes from its owner on a month- to-month basis at $1, 900 per
month. Rent expense was $33,550 for the year ended December 31, 2005. No amount was due to
this related party at December 31, 2005 |

NOTE 6- CASH DEPOSITED WITH CLEARING ORGANIZATION

The Company is required by Legent to maintain an escrow account in the amount of $25 000. If
the agreement between the Company and Legent is terminated for any reason, Legent may deduct -
from the escrow account any amounts the Company owes Legent due to fallure to meet any ofits =
' obhgatrons under the agreement o e : ‘

NOTE 7- PAYABLE TO BANK

The Company has a lrne of credlt Wlth the bank at an annual interest rate of 10 75% and a balance '
‘ outstandmg as of December 31, 2005 of $15 195 :

. The Company also has an overdraft reserve’ credrt w1th the bank w1th a total avallable credit of
- $2,500 at an annual interest rate of 16.5%, The total outstandmg balance on this reserve account
as of December 31 2005 was $2, 299 : '



CLAYTON LOWELL & CONGER, INC
SUPPLEMENTARY SCHEDULES

‘ ‘”FOR THE YEAR ENDED DECEMBER 31, 2005



CLAYTON, LOWELL CONGER, INC.

SCHEDULE I

COMPUTATION OF AGGREGATE INDEBTEDNESS AND NET CAPITAL

PURSUANT TO RULE 15¢3-1

DECEI\{[BER 31, 2005
Total ownership equity from statement of ﬁnanciavl‘ condition
' Total nonallowable assets from :statement? of financial condition
* " 'Net capital .before haircuts on seeurities pesitions

" Haircuts on securities
~.- Undue concentration

Net capital -

o Aggregate 1ndebtedness

Total A, I hablhtles from statement of ﬁnan01al condltlon N
Total aggregate indebtedness

. Percentage of aggregate,indebtedne‘ss‘to net capital

. Computatlon of ba51c net capltal requlrement

- Mlmmum net capltal requlred (6- 2/3% of A. I )
Mlmmum dollar net capltal requlrement of repqrting broker or dealer
 Net eapital requirement _‘ ‘

~ Excess net capital

$ 377,065
(265,438)
111,627

$ (3,‘964)
(515)

$ 107,148

$ 55235
$ 55235

- 51.6%

$ 3682
$ 5000
$ 5,000

102,148
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SCHEDULE I
CLAYTON, LOWELL & CONGER, INC. -

* INFORMATION RELATING TO POSSESSION OR CONTROL.
. REQUIREMENTS UNDER RULE 15¢3-3 -

- DECEMBER31,2005

'Thé’Cofnpany had no items reportable as customers’ fully paid securities: * (1) not in the
_Company’s possession or control as of the audit date (for which instructions to reduce to
. possession or control had been issued as of the audit date) but for which the required action was
‘not taken by the Company within the time frames specified under Rule 15¢3-3 or (2) for which
‘instructions to reduce to possession or control had not been issued as of the audit date, excluding
' items arising from “temporary lags which result from in(‘)rm‘al business operations” as permitted

- under Rule 15¢3-3. AN | LT ‘



'SCHEDULE 1168
CLAYTON LOWELL & CONGER, INC.
- SCHEDULE OF SEGREGATION REQUIREMENTS AND FUNDS .
IN SEGREGATION FOR CUSTOMERS’ REGULATED -
COMMODITY FUTURES AND OPTION ACCOUNTS
DECEMBER 31, 2005

L 'The Company clalms exemptlon from the segregatlon requirements of the Commodltles Futures
- Act since it has no -commodity customers as the term is deﬁned in Regulat1on 1 3(k)



SCHEDULE IV
~ CLAYTON, LOWELL & CONGER, INC.

~ COMPUTATION FOR DETERMINATION OF
- RESERVE REQUIREMENTS FOR BROKER/DEALER UNDER
RULE 15¢3-3 OF THE SECURITIES EXCHANGE ACT OF 1934

DECEMBER31,2005

- -C_layton, Lowell & Conger, Inc., is exempffrom the reserve requirements of Rule 15¢3-3 as its -

 transactions are limited, such that they do not handle customer funds or securities, accordingly,
the computation for determination of reserve requirements pursuant to Rule 15¢3-3 and -
~ information relating to the possession or control requirement pursuant to Rule 15¢3-3 are not

. applicable.



Brace & Sussman, PLLC
Certified Public Accountants
12 Parmenter Road v
'Londonderry, NH 03053
(603) 437-1910

o Independent;&uditor’s Report on Internal
Control Structure Required by SEC Rule 17a-5

Board of Directors
. »'Clayton Lowell & Conger lnc

In planmng and performing our audrt of the ﬁnancxal statements and supplemental schedules of
- Clayton, Lowell, & Conger, Inc., (the Company) for the year ended December 31, 2005, we
“ considered its internal control, including control activities for safeguarding secunt1es, in order to.
determine our auditing procedures for the purpose of expressing our op1mon on the financial
statements and not to provide assurance on 1nternal control : .

: Also as requlred by rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC), we have
made a study of the practices and procedures followed by the Company including tests of such
practices and procedures that we considered relevant to the objectives stated in rule 17a-5(g) in
making the penod1c computations of aggregate indebtedness and net- capltal under rule 17a-
3(a)(11) and for determining compliance with the exemptive provisions of rule 15¢3-3. Because
the Company does not carry securities accounts for customers or perform custodial- functions
relating to customer securities, we did not revrew the practices and procedures followed by the
Company in any of the followmg . -

) l.‘ " _Makmg quarterly securltles exammat1ons counts, venﬁcatlons and compansons |
2. Recordation ovf,differenoes requlred_ by rule 17a-l3.

3. Complying with the reqnirements‘ for prompt payment for securities under Section 8 of
- F ederal Reserve RegUlation T of the Board of Governors of the Federal Reserve System.

The management of the Company is respon51ble for estabhshmg and mamtarmng 1nternal control
- and the practices and procedures ‘referred to in the preceding paragraph In fulfilling this
responsibility, estimates and. judgments by management are required to assess the expected‘
‘benefits and related costs of controls and of the practices and procedures referred to in the
precedmg paragraph and to assess ‘whether those practices and procedures can be expected to
achieve the SEC’s above- mentloned objectives. Two of the objectives of internal control and the
practices and procedures are to provide management with reasonable but not absolute assurance
that assets for which the Company has. responsibility are safeguarded agamst loss from -
unauthorized use .or disposition and that transactions are executed in accordance with
'management s authorization and recorded properly to permit preparation of financial statements in
conformity with generally accepted accounting principles. Rule. 17a-5(g) lists additional
~ objectives of the practlces and procedures l1sted in the precedmg paragraph.



Because of inherent limitations in internal control or the practices and procedures referred to
above, error or fraud may occur and not be detected. Also, projection of any evaluation of them to
future periods is subject to the risk that they may become inadequate because of changes in
vcondmons or that the effectlveness of their design and operatlon may detenorate :

- Our consxderatlon of 1nterna1 eontrol would not necessanly disclose all matters in mternal control -
that might be material weaknesses under standards established by the American Institute of
~ Certified Public Accountants. A material weakness is a condition in_which the design or
~ operation of the specrﬁc internal control components does not reduce to a relatively low level the -
risk that error or fraud in amounts that would be material in relation to the financial statements
' bemg audited may occur and not be detected within a timely penod by employees in the normal
~course of performing their a551gned functions. However, we noted no matters involving internal
control, including. control actlvmes for safeguardmg securmes that we consider to be matenal
‘ weakness as deﬁned above ' » '-

We understand that practlces and procedures that accomphsh the ObJeCtIVCS referred to in the
second paragraph of this ‘report are considered by the SEC to be adequate for its purposes in
accordance with the Securities Exchange Act of 1934 and related regulations, and that practices
-and procedures that do not accomplish such objectives in all material respects indicate a material
‘inadequacy for such purposes. Based on this understanding and on our study, we believe that the
" Company’s practices and procedures were adequate at- December 31 2005, to meet the SEC’s
'obJectwes ’ : L :

This report is' 1ntended solely for the 1nformatlon and use of the Board of Dlrectors rnanagement
. the Securities and Exchange Commrssmn 'the Natronal Association - of Securities Dealers
Regulation, Inc. and other régulatory agenc1es that rely. on Rule 17a-5(g) under the Securltles

. Exchange Act of 1934 in their regula’uon of registered brokers and dealers, and is not mtended to

be and should not be used by anyone other than these spemﬁed partles

| M MW\/VL (\LLC/
_ Brace&Sussman PLLC o R :

Certified Public Accountant

Londonderry, New Hampshire
February 23,2006 =

' »Brace & Sussman, PLLC
- Certified Public Accountants



